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Dear  Sir: 

Enclosed  is  our  report  resulting  from  our  audit  of  costs  incurred 
from  May  1,  1974  through  June  30,  1977  by  the  Montana  Department  of  Fish 
and  Game  under  Federal  aid  agreements  with  the  U.S.  Fish  and  Wildlife 
Service. 

Costs  of  $7,444,744  were  claimed  for  projects  completed  or  in 
progress  during  the  period. 

Our  report  recommends  cost  adjustments  of  $37,886  including  $69  of 
unsupported  costs  during  this  period. 

If  further  information  is  needed  concerning  this  report,  please 
contact  us  through  the  Regional  Audit  Manager,  U.S.  Department  of  the 
Interior. 

Sincerely, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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U.S.  Fish  and  Wildlife  Service, 
U.S.  Department  of  the  Interior: 

We  have  examined  the  Statement  of  Project  Costs  of  the  Montana  Fish 
and  Game  Department  covering  the  period  May  1,  1974  through  June  30, 
1977,  under  Federal  aid  project  agreements  with  the  U.S.  Fish  and  Wild- 
life Service  (FWS) .   Our  examination  was  made  in  accordance  with  the 
standards  for  audit  of  governmental  organizations,  programs,  activities, 
and  functions  issued  by  the  Comptroller  General  of  the  United  States,  as 
they  apply  to  financial  and  compliance  examinations  and,  accordingly, 
included  such  tests  of  the  accounting  records  and  other  data,  and  such 
other  auditing  procedures  as  we  considered  necessary  in  the  circumstances. 
We  also  used  the  "Audit  Guide  for  U.S.  Fish  and  Wildlife  Service  Grant 
Programs"  issued  by  the  Office  of  Audit  and  Investigation,  U.S.  Department 
of  the  Interior.   As  part  of  our  examination,  the  allowability  of  costs 
charged  against  the  projects  was  considered  in  terms  of  the  provisions 
of  the  grant  agreements.   A  discussion  of  our  recommended  adjustments 
appears  on  page  7  of  this  report.   The  allowability  of  such  costs  will 
be  determined  by  the  U.S.  Fish  and  Wildlife  Service. 

In  our  opinion,  the  accompanying  Statement  of  Project  Costs,  sub- 
ject to  the  recommended  adjustments  set  forth  therein,  presents  fairly 
the  grant  costs  incurred  by  the  Montana  Department  of  Fish  and  Game  from 
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May  1,  1974  through  June  30,  1977,  that  are  acceptable  for  Federal  aid 
participation  in  accordance  with  generally  accepted  accounting  principles 
and  the  financial  provisions  of  the  grant  agreements. 

Sincerely, 


January  31,  1978 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 


INTRODUCTION 

The  Montana  Department  of  Fish  and  Game  administered  projects  under 

contract  with  the  U.S.  Fish  and  Wildlife  Service  during  the  period 

May  1,  1974  through  June  30,  1977.   The  agreements  were  made  under  the 

Federal  Aid  in  Wildlife  Restoration  Act,  as  amended  (16  U.S.C.  699),  and 

the  Federal  Aid  in  Sport  Fish  Restoration  Act  as  amended  (16  U.S.C.  777). 

Our  audit  was  completed  in  January  1978,  and  was  made  to  express  an 

opinion  on  the  fairness  of  the  grantee's  statement  of  project  costs 

applicable  to  the  period  under  review  and  included  an  examination  of 

costs  incurred  on  the  projects  listed  in  Exhibit  I.   A  financial  summary 

of  audit  coverage  follows: 

Approved  grant  agreements  (162  projects)  $11, 767 ,639 

Audited  costs 

Prior  audit  $  3,258,437 

Current  audit  recorded  costs  $7,871,543 

Costs  recorded  in  excess 

of  costs  claimed  426.799        7,444,744 

10,703,181 

Less: 

Recommended  cost  adjustments: 

Prior  audit  $   -0- 

Current  audit                    37,817      $    37,817 
Unsupported  costs  69^  37,886 

Audited  costs  recommended 

for  acceptance  $10,665,295 

Federal  share  of  costs  recom- 
mended for  acceptance  $  7,286,967 

In  addition,  we  have  reviewed  the  grantee's  system  of  internal 

control  and  compliance  with  provisions  of  the  grant  in  connection  with 

our  examination  of  the  Statement  of  Project  Costs.   Our  report  thereon 

appears  on  pages  11  and  13  of  this  report. 
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RECOMMENDED  ADJUSTMENTS 

Costs  recommended  for  adjustment  as  a  result  of  our  audit  are 

summarized  below: 

Projects  overbilled  due  to  reduction  of  expenditures  $    203 

Resolution  of  prior  questioned  costs  not  carried  forward  2,176 

Costs  submitted  for  reimbursement  in  excess  of  recorded  1,741 

Program  income  not  credited  against  project  costs  33,344 

Costs  charged  to  the  wrong  project  353 

Unsupported  costs  69 

$37,886 

Projects  Overbilled  Due  to  Reduction  of  Expenditures  -  $203 

Projects  FW-3-R-4  and  F-32-R-10  were  billed  for  total  costs  recorded 
on  the  Statewide  Budgeting  and  Accounting  System  (SBAS).   Later,  expendi- 
tures were  reduced  by  $143  on  project  FW-3-R-4  and  $60  on  project  F-32- 
R-10.   The  expenditure  reductions  were  corrections  of  errors.   These 
reductions  were  not  deducted  from  future  requests  for  reimbursement  on 
the  same  or  other  projects;  therefore,  total  costs  on  the  request  for 
reimbursement  were  overstated  by  a  total  of  $203. 
RECOMMENDATIOI] 

We  veaormend  that  the  department  make  a  cost  adjustment  of  $203  on 
future  requests  for  reimbursement  to  the  U.S.    Fish  and  Wildlife 
Service. 
Resolution  of  Prior  Questioned  Costs  not  Carried  Forward  -  $2,176 
Prior  questioned  costs  were  resolved  initially  by  crediting  the 
costs  against  allowable  costs  submitted  for  reimbursement  on  the  fol- 
lowing projects: 

Prior  Questioned  Costs 
Project  Credited 

W-5-D-34  $   795 

W-121-D-5  443 

F-4-R-26  30 

F-5-R-25  185 

F-33-R-8  723 

Total  $2,176 
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These  credits  were  not  carried  forward  to  reduce  the  total  allowable 
costs  submitted  for  reimbursement. 

On  the  above  projects,  the  department  either  billed  for  the  total 
project  agreement  or  total  allowable  costs.   Therefore,  the  credits 
against  allowable  costs  had  no  final  effect. 

RECOMMENDATION 

We  recommend  that  the  department  credit  $2,176  to  future  allowable 
costs  submitted  for  reimbursement  from  the  U.S.    Fish  and  Wildlife 
Service  projects  and  develop  a  procedure  to  carry  forward  these 
credits  to  allowable  costs. 
Costs  Submitted  for  Reimbursement  in  Excess  of  Recorded  Costs  - 
$1,741,  $353;  Unsupported  Costs  -  $69 

The  department  requested  for  reimbursement  total  costs  of  $34,716 
on  project  F-33-R-8.   Total  recorded  costs  including  prior  year  disburse- 
ment adjustments  after  fiscal  year  end  were  $32,975.   Therefore,  $1,741 
was  not  supported  by  the  department's  records.   The  department's  account- 
ant stated  these  costs  were  billed  in  error;  therefore,  we  recommend  a 
cost  adjustment  of  $1,741  for  Project  F-33-R-8. 

The  department  also  failed  to  adjust  project  billings  for  $353 
costs  claimed  in  excess  of  costs  recorded  for  Project  W-54-L-16.   The 
department  claimed  $500  in  project  costs  but  after  error  corrections  the 
costs  recorded  were  only  $147.   Consequently,  the  department  claimed 
$353  more  costs  for  Project  W-54-L-16  than  were  recorded  for  that  project. 

In  addition,  the  department  could  not  support  costs  of  $69  claimed 
on  project  W-81-D-19. 


RECOMMENDATION 

We  reaommend  that  the  department: 

1.  Credit  aost  adjustments  of  $1,741  against  future 
Fisheries  Restoration  project  costs. 

2.  Credit  cost  adjustments  of  $S5Z  and  $69  to  future  Wildlife 
Restoration  project  costs. 

Program  Income  Not  Credited  Against  Project  Costs  -  $33,344 

The  following  projects  earned  program  income  not  added,  by  amendment, 
to  the  project  agreement  or  deducted  from  total  project  costs  for  deter- 
mining the  federal  share  of  reimbursements: 

Program  Income 

Project  Grazing  Leases   Sale  of  Hay   Sale  of  Barley     Total 


W-121-D-7 

$    200 

W-122-D-6 

300 

$1 

.755 

W-122-D-7 

300 

W-122-D-8 

300 

810 

W-123-D-6 

7,461 

W-123-D-7 

6,104 

W- 12 3-D- 8 

7,211 

W-124-D-6 

W-124-D-8 

3,002 

W-125-D-7 

600 

W-127-D-7 

1,720 
$26,598 

540 

Total 

$3, 

,705 

$3,041 


$3,041 


Federal  Management  Circular  (FMC)  74-7,  Attachment  E,  Paragraph  6, 
provides  that  program  income  earned  during  the  grant  period  shall  be 
retained  by  the  grantee  and  added  to  funds  committed  to  the  project  or 
deducted  from  the  total  project  costs  for  the  purpose  of  determining  the 
net  costs  on  which  the  federal  share  of  costs  will  be  based. 

The  Federal  Aid  Manual  published  by  the  U.S.  Fish  and  Wildlife 
Service  (5.9,  1  and  2)  states  that  program  income  shall  be:   1)  Added, 
by  amendment  to  the  Project  Agreement,  to  funds  committed  to  the  project 


by  the  grantor  and  grantee  and  used  to  further  eligible  program  objectives, 
or  2)  Deducted  from  the  total  project  costs  for  the  purpose  of  deter- 
mining the  net  costs  on  which  the  Federal  share  of  costs  will  be  based. 
FMC  74-7,  Attachment  H,  Paragraph  2.h.,  defines  program  income  as 
earnings  by  the  grantee  realized  from  the  grant-support  activities  such 
as  sale  of  commodities,  and  usage  or  rental  fees.   Because  the  above 
income  falls  under  the  definition  of  program  income  and  was  not  properly 
credited  against  project  costs,  we  submit  $33,344  as  recommended  adjust- 
ments consisting  of  grazing  leases  and  the  sale  of  hay  and  barley  realized 
from  grant  supported  projects. 
P.ECOMMEmATIO!^ 

We  recommend  that  the  department  credit  cost  adjustments  of  $32, 244 
for  program  -income  consisting  of  grazing   teases    ($26,598) ,   sale 
of  hay   ($2,705),   and  the  sale  of  barley   ($2,041)   against  future 
federal  aid  project  costs. 

DISPOSITION  OF  PRIOR  QUESTIONED  COSTS 
In  the  prior  audit  report  issued  by  the  Office  of  Audit  and  Investi- 
gation, U.S.  Department  of  the  Interior  dated  July  22,  1974,  $5,978  of 
costs  were  questioned  as  follows: 

Project  Amount 

FW-l-R-4  $   864 

W-5-D-30  795 

W-121-D-3  496 

F-4-R-21  277 

F-5-R-21  1,724 

F-31-R-8  1,012 

F-33-R-6  810 

Total  $5,978 

Department  officials  agreed  to  credit  these  questioned  costs  against 
allowable  costs  in  the  current  segments  of  these  projects. 


-10- 


The  questioned  costs  were  resolved  as  follows: 

Project 

Containing  Amount  of  Airiount  of 

Questioned  Initial  Project  Additional  Project  Total 

Cost  Adjustment  Adjusted  Adjustment  Adjusted  Adjustment 

FW-l-R-4  $   771.18  FW-3-R-2  $   92.82  FW-2-R-5  $   864 

W-5-D-30  *795.00  W-5-D-34  795 

W-121-D-3  *443.01  W-121-D-5  52.99  W-121-D-7  496 

F-4-R-21  247.00  F-4-R-23  *30.00  F-4-R-26  277 

F-5-R-21  1,539,42  F-5-R-23  *184.58  F-5-R-25  1,724 

F-31-R-8  904.20  F-31-R-10  107.80  F-31-R-12  1,012 

F-33-R-5  *723.38  F-33-R-8  86.62  F-33-R-10  810 

Total  $4,628.19  $1,349.81  $5,978 

The  department  credited  the  amounts  of  prior  questioned  costs  on 
billings  for  subsequent  projects.   Adjustments  noted  above  (*)  were  not 
properly  credited  to  subsequent  projects  and  remain  questioned  costs  as 
explained  on  page  1  • 

MANAGEMENT  LETTER 
GRANTEE'S  SYSTEM  OF  INTERNAL  CONTROLS 

We  have  examined  the  Statement  of  Project  costs  of  the  Montana 
Department  of  Fish  and  Game  covering  the  period  May  1,  1974  to  June  30, 
1977,  and  have  issued  our  report  thereon  dated  January  31,  1978.   As 
part  of  our  examination,  we  reviewed  and  tested  the  department's  system 
of  internal  accounting  control  to  the  extent  we  considered  necessary  to 
evaluate  the  system  as  required  by  generally  accepted  auditing  standards. 
Under  these  standards  the  purpose  of  such  evaluation  is  to  establish  a 
basis  for  reliance  thereon  in  determining  the  nature,  timing,  and  extent 
of  other  auditing  procedures  that  are  necessary  for  expressing  an  opinion 
on  the  financial  statements. 

The  objective  of  internal  accounting  control  is  to  provide  reasonable, 
but  not  absolute,  assurance  as  to  the  safeguarding  of  assets  against 
loss  from  unauthorized  use  or  disposition,  and  the  reliability  of  financial 
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records  for  preparing  financial  statements  and  maintaining  accountability 
for  assets.   The  concept  of  reasonable  assurance  recognizes  that  the 
cost  of  a  system  of  internal  accounting  control  should  not  exceed  the 
benefits  derived  and  also  recognizes  that  the  evaluation  of  these  factors 
necessarily  requires  estimates  and  judgments  by  management. 

There  are  inherent  limitations  that  should  be  recognized  in  consider- 
ing the  potential  effectiveness  of  any  system  of  internal  accounting 
control.   In  the  performance  of  most  control  procedures,  errors  can 
result  from  misunderstanding  of  instructions,  mistakes  of  judgment, 
carelessness,  or  other  personal  factors.   Control  procedures  whose 
effectiveness  depends  upon  segregation  of  duties  can  be  circumvented  by 
collusion.   Similarly,  control  procedures  can  be  circumvented  intention- 
ally by  management  with  respect  either  to  the  execution  and  recording  of 
transactions  or  with  respect  to  the  estimates  and  judgments  required  in 
the  preparation  of  financial  statements.   Further,  projection  of  any 
evaluation  of  internal  accounting  control  to  future  periods  is  subject 
to  the  risk  that  the  procedures  may  become  inadequate  because  of  changes 
in  conditions  and  that  the  degree  of  compliance  with  the  procedures  may 
deteriorate. 

Our  study  and  evaluation  of  the  department's  system  of  internal 
accounting  control  for  the  period  May  1,  1974  to  June  30,  1977,  which 
was  made  for  the  purpose  set  forth  in  the  first  paragraph  above,  would 
not  necessarily  disclose  all  weaknesses  in  the  system.   However,  such 
study  and  evaluation  disclosed  conditions  that  we  believe  to  be  material 
weaknesses  for  the  U.S.  Fish  and  Wildlife  Service  Grant  program,  which 
are  described  on  pages  17-19. 
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In  addition,  based  on  information  obtained  during  our  examination 
of  the  Statement  of  Project  Costs,  our  comments  regarding  the  grantee's 
compliance  with  regulations  and  provisions  of  the  grant  agreement  which 
do  not  directly  bear  upon  the  Statement  of  Project  Costs  begin  on  page 
13.   It  should  be  understood  that  our  examination  was  directed  primarily 
to  the  expression  of  our  opinion  on  the  accompanying  Statement  of  Project 
Costs  and  cannot  be  relied  upon  to  disclose  all  instances  of  noncompliance, 
The  Accounting  System 

The  department  accounts  for  all  U.S.  Fish  and  Wildlife  Service 
(FWS)  projects  on  the  Statewide  Budgeting  and  Accounting  System  (SBAS) . 
We  reviewed  the  accounting  system  and  internal  controls  in  this  audit 
and  our  audit  of  the  Montana  Department  of  Fish  and  Game  and  found  the 
accounting  system  and  internal  controls  to  be  adequate  to  account  for 
FWS  project  costs. 

COMPLIANCE  ISSUES 
Property  Management  System 

The  department  is  not  in  compliance  with  the  requirements  of  the 
Federal  Aid  in  Fish  and  Wildlife  Restoration  Manual,  Section  7.4, 
concerning  property  records  and  a  physical  inventory. 

The  department  did  not  maintain  inventory  records  for  non-expendable 
personal  property  during  the  fiscal  years  1975-76  and  1976-77;  therefore, 
the  department  was  not  in  compliance  with  the  property  accounting  require- 
ments set  forth  in  the  Federal  Aid  in  Fish  and  Wildlife  Restoration 
Manual. 

The  property  records  maintained  by  the  department  prior  to  fiscal 
year  1975-76  did  not  describe  the  condition  of  the  property.   Addition- 
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ally,  the  department  did  not  record  property  that  was  100%  federally 
owned. 

The  department  took  a  physical  inventory  in  April  1977,  but  the 
department  did  not  use  proper  inventory  procedures,  since  a  person 
independent  of  the  safekeeping  did  not  perform  the  inventory.   The 
Property  by  Location  Reports  were  sent  to  the  supervisor  in  each  location, 
and  each  supervisor  was  to  conduct  his  own  physical  inventory. 

The  department  has  advised  us  that  it  is  currently  updating  the 
property  records  based  upon  the  April  1977  inventory. 

The  Fish  and  Wildlife  Restoration  Manual,  Section  7.4,  provides 

that: 

"a.   Property  records  shall  be  maintained  accurately  and  provide 
for:  a  description  of  the  property;  manufacturer's  serial  number  or 
other  identification  number,  acquisition  date  and  cost;  source  of  the 
property;  percentage  of  Federal  funds  used  in  the  purchase  of  property; 
location,  use,  and  condition  of  the  property;  and  ultimate  disposition 
data  including  sales  price  or  the  method  used  to  determine  current  fair 
market  value  if  the  grantee  reimburses  the  grantor  agency  for  its  share." 

"b.   A  physical  inventory  of  property  shall  be  taken  and  the  results 
reconciled  with  the  property  records  at  least  once  every  two  years  to 
verify  the  existence,  current  utilization,  and  continued  need  for  the 
property. " 

Our  audit  has  not  disclosed  any  loss  to  the  U.S.  Fish  and  Wildlife 

Service  as  a  result  of  this  exception.   This  exception  constitutes  a 

procedural  problem  since  proper  information  is  not  documented  and  a 

proper  inventory  is  not  performed. 

RECOMMENDATION 

We  vecorrmend  that  the  department: 

1.        Establish  and  maintain  complete  property  records  in 

compliance  with  the  Federal  Aid  in  Fish  and  Wildlife 

Restoration  Manual,   Section  7.4. 
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2.        Establish  policies  and  procedures  to  ensure  that  in- 
ventories are  performed  by  persons  independent  of  the 
custody  of  the  assets. 
License  Holder  Certification 

Each  year  the  department  certifies  to  the  Department  of  the  Interior 
the  number  of  licensed  hunters  and  fishermen  in  the  state.   This  certifi- 
cation serves  as  a  basis  for  the  department's  allocation  of  Dingell- 
Johnson  and  Pittman- Robinson  funds. 

'     The  certification  for  1977  is  overstated  for  both  fishing  and 
hunting.   The  number  of  licensed  fishermen  is  overstated  by  15,046  or 
5%.   This  overstatement  is  related  to  people  over  62  who  are  allowed  to 
fish  and  hunt  birds  with  only  a  conservation  license.   People  over  62 
years  of  age  are  not  required  to  purchase  the  bird  and  fish  stamps  which 
are  required  of  younger  persons. 

The  Federal  Aid  in  Fish  and  Wildlife  Restoration  Manual,  3.1  Sec- 
tion 80.7(c)(2),  states  "free  licenses  or  those  for  which  only  a  token 
charge  is  made  may  not  be  counted.   Do  not  count  licenses  sold  for  a  fee 
which  does  not  produce  significant  revenue  to  the  state."  We  believe 
that  the  privilege  of  fishing  with  only  a  conservation  license  qualifies 
as  a  token  license  and  thus  should  not  be  included  in  the  certification. 

The  department  included  20,648  pioneer  and  conservation  licenses  in 
its  certification  of  the  number  of  hunters.   In  a  prior  audit  report 
dated  July  22,  1974,  issued  by  the  Office  of  Audit  and  Investigation, 
Department  of  the  Interior,  the  auditors  were  of  the  opinion  that  these 
licenses  should  be  classified  as  free  or  token  and  should  not  be  included 
in  the  certification.   We  also  believe  that  counting  these  licenses  is 
improper. 
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The  department's  licensing  system  shows  only  the  number  of  licenses 
by  type,  and  the  department  estimates  the  number  of  license  holders  for 
the  certification.   Each  type  of  license  cannot  be  totaled  to  determine 
the  number  of  hunters,  because  many  people  purchase  more  than  one  type 
of  license.   We  reviewed  the  estimates  and  they  appear  to  be  reasonable; 
however,  since  significant  revenues  result  from  these  estimates,  these 
revenues  should  not  be  jeopardized  because  of  the  licensing  system. 
Reporting  systems  should  be  developed  to  disclose  the  exact  number  of 
hunters  and  fishermen  licensed  in  the  state. 

RECommmATioN 

\Ie  recommend  that  the  department: 

1.  Exclude  free  or  token   licenses  in  the  certification  of 
the  number  of  hunters  and  fishermen. 

2.  Develop  a  system  to  report  the  exact  number  of  licensed 
hunters  and  fishermen  in  the  state. 

OTHER  ISSUES 

Depreciation  on  vehicles 

The  depreciation  rate  used  for  the  department's  vehicles  is  excessive, 

causing  the  book  value  on  each  vehicle  to  be  understated.   This  results 

from  the  department  significantly  underestimating  the  trade-in  value  of 

their  vehicles  and  projects  being  charged  an  incorrect  amount  for  vehicle 

usuage. 

The  following  example  illustrates  this  point: 

Vehicle  2131 

Original  cost  $3,732.25 

Total  depreciation  2,799.19 

Book  value  at  trade-in  933.06 
Trade-in  given  on  new 

vehicle  2,100.00 

Profit  on  trade-in  $1,166.94 
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Because  U.S.  Fish  and  Wildlife  Service  grant  contracts  provide  for  the 
reimbursement  of  project  costs  incurred  by  the  department,  those  costs 
should  be  based  upon  the  acquisition  cost  and  not  result  in  a  profit  to 
the  department. 

RECOMMEmATION 

We  veGommend  that  the  de-partment  adjust  their  present  depreciation 
rates  to  more  reatistioalty  consider  trade-in  values. 
Replacement  differential  charge 

The  department's  vehicle  user  charge  rate  includes  a  replacement 
differential  charge.   U.S.  Fish  and  Wildlife  Service  grant  projects  are 
charged  a  vehicle  cost  based  on  this  rate  for  each  mile  the  vehicle  is 
used.   This  results  in  projects  being  charged  for  expenditures  which  are 
non-allowable  under  Federal  regulations.   On  the  above  example  for 
vehicle  2131,  the  total  replacement  differential  charge  was  $3,109.69 
during  the  vehicle  life.   Therefore,  the  total  profit  on  the  vehicle  was 
$1,166.94  +  $3,109.69  =  $4,276.63. 

The  Federal  Aid  Manual,  Section  7.7  (Equipment  Use  Rates),  allows 
depreciation  based  upon  acquisition  cost,  or  a  use  allowance  based  upon 
acquisition  cost.   The  Manual  does  not  provide  for  the  use  of  replacement 
cost  as  a  basis  for  equipment  use  rates. 

RECOMMENDATION 

We  recommend  that  the  department  determine  vehicle  use  rates  based 
upon  actual  acquisition  and  operating  costs. 
Extensive  subdivision  of  cash  handling 

The  department  receives  large  volumes  of  mail  containing  checks  and 
cash.   Currently,  the  mail  clerk  sorts  and  distributes  all  mail  to  the 


-17- 


department  section  to  which  the  mail  is  addressed.   Each  section  opens 
and  processes  its  own  mail.   For  example,  reimbursement  checks  and 
checks  received  on  the  letter  of  credit  go  directly  to  the  Accounting 
Division  and  the  person  doing  the  U.S.  Fish  and  Wildlife  Service  billing. 
Because  of  this,  there  is  an  extensive  subdivision  of  cash  handling 
throughout  the  department. 

Internal  control  over  cash  is  stronger  when  fewer  employees  handle 
cash.   The  department  should  centralize  the  mail  opening  function.   When 
the  mail  is  opened,  monetary  items  should  be  removed,  listed  and  taken 
to  the  cashier.   A  notice  of  remittance  could  then  be  inserted  in  place 
of  the  cash  and  routed  in  the  normal  manner.   The  listing  should  ihen  be 
compared  to  treasury  deposits.   This  would  significantly  improve  control 
of  cash  receipts. 

RECOMMEmATION 

We  peoorrmend  that  the  department: 

1.  Centralize  its  mail  opening  function,   and 

2.  Forward  all  checks  and  cash  directly   to  the  cashier. 
Payroll  time  records 

Department  employees  prepare  monthly  time  distribution  reports  to 
record  hours  worked  by  project.   The  reports  are  often  prepared  and 
signed  by  the  employee  in  pencil.   The  central  office  payroll  section 
uses  these  reports  for  accounting  distribution  of  payroll  expense  to 
various  projects. 

Our  audit  of  the  department  disclosed  changes  made  to  the  reports 
after  they  reached  the  central  office.   Proper  time  records  are  the 
responsibility  of  department  supervisors.   Time  records  should  not  be 
approved  until  they  are  correctly  and  accurately  completed. 
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RECOMMENDATION 

We  recommend  that  the  department: 

1.  Require  time  records  to  he  completed  in  ink,   and 

2.  Prohibit  changes  being  made  to  time  records. 
Limited  segregation  of  duties 

The  payroll  supervisor  has  the  authority  to  add  employees  to  the 
payroll  and  distribute  paychecks  to  employees.   These  are  incompatible 
functions;  therefore,  payroll  warrants  should  be  distributed  by  someone 
other  than  the  payroll  supervisor. 

RECOMMENDATION 

We  recommend  that  someone  other  than  the  payroll  supervisor  dis- 
tribute payroll  warrants. 
CETA  reimbursements 

The  department  employed  a  number  of  individuals  under  the  Concen- 
trated Employment  Training  Act  (CETA)  program.   These  people  are  paid  as 
part  of  the  regular  payroll.   Periodically  the  department  bills  the 
Division  of  Employment  Security,  Montana  Department  of  Labor  and  Industry, 
the  CETA  grantor,  for  payment  of  CETA  employees'  wages.   \^en  the  reim- 
bursement is  received,  the  transaction  is  recorded  as  an  expenditure 
abatement  rather  than  as  income.   Due  to  this  procedure,  the  department's 
expenditures  and  income  are  understated. 

RECOMMENDATION 

We  recommend  that  the  department  record  CETA  reimbursements  as 
income  rather  than  as  expenditure  abatements. 
PROJECT  SITE  VISIT 

As  part  of  our  audit  we  visited  Project  W-124-D,  the  Freeze  Out 
Lake  Water  Fowl  Area. 
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We  have  concluded  based  on  our  observations,  that  the  project  is  in 
compliance  with  the  terms  of  the  project  agreement. 

This  area  is  also  used  by  the  department  to  store  federally  owned 
non-expendable  personal  property  transferred  to  the  state  for  use  on 
Fish  and  Wildlife  Service  projects.   Due  to  the  physical  arrangement  of 
this  property,  we  determined  that  it  was  not  feasible  to  take  a  mean- 
ingful inventory.   Other  comments  concerning  the  property  management 
system  are  on  page  13. 
FINAL  COMMENTS 

We  have  reviewed  the  comments  and  recommendations  contained  in  this 
report  with  members  of  the  Department  of  Fish  and  Game  staff.   The 
full  text  of  the  department's  response  to  this  report  begins  on  page  ^2. 

We  wish  to  express  our  appreciation  to  the  Director  and  his  staff 
for  cooperation  and  assistance  during  this  audit. 
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Costs  Ri. 

corded 

Not    Cla 

Lmed 

Pri.jecc 

Final 

Total   Costs  Recorded 
'Recorded   costs   Inclui 


12,847 
43,839 
9,106 


3.303 
4,009 
1,246 

1,350 

270 

1,344 
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AGENCY   REPLY 


.'-'}  f* 


March  23,   1978 

HtUtlVtU 

i.lAR  2  3 1973 

Mr.   Morris   L.    Brusett  MONTANA  LEGISLATIVE  AUDiTIiR 

Legislative  Auditor 

State  Capitol 

Helena,  Montana   59601 

Dear  Mr.  Brusett: 

The  Department  of  Fish  and  Game  has  reviewed  the  audit  report  prepared 
by  your  office  for  the  U.S.  Fish  and  Wildlife  Service  Grants  administered 
by  this  Department  for  the  period  May  1,  1974  through  June  30,  1977. 

Our  response  to  specific  recommendations  is  attached. 

We  thank  you  for  this  opportunity  to  respond  to  the  recommendations 
and  appreciate  your  staff's  thorough  finanical  review  of  this  program. 


Sincerely, 

.'    ,     -/    . 

Orville  W.  Lewis 
Associate  Director 


0WL:LEP/bs 
Enclosure 
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Response  to  U.S.  Fish  and  Wildnfe  Service  Grants  Audit 

1.  A.  Recommendation: 

We  recommend  that  the  Department  make  a  cost  adjustment  of  $203  on  future 
requests  for  reimbursement  to  the  U.S.  Fish  and  Wildlife  Service. 

B.  Agree. 

C.  Corrective  Action: 

The  Department  will  reduce  an  appropriate  future  request  for  reimbursement  to 
the  FWS  by  $203. 

2.  A.  Recommendation: 

We  recommend  that  the  Department  credit  $2,176  to  future  allowable  costs 
submitted  for  reimbursement  from  the  U.S.  Fish  and  Wildlife  Service  projects 
and  develop  a  procedure  to  carry  forward  these  credits  to  allowable  costs. 

B.  Agree. 

C.  Corrective  Action: 

The  Department  will  credit  $2,176  to  future  allowable  costs  submitted  for 
reimbursement  to  the  FWS  and  develop  a  written  procedure  to  properly  carry 
forward  such  credits. 

3.  A.  Recommendation: 

We  recommend  that  the  Department: 

1.  Credit  cost  adjustments  of  $1,741  against  future  Fisheries  Restoration 
project  costs. 

2.  Credit  cost  adjustments  of  $353  and  $69  to  future  Wildlife  Restoration 
project  costs. 

B.  Agree. 

C.  Corrective  Action: 

The  Department  will  credit  these  items  to  future  Fisheries  Restoration  and 
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Wildlife  Restoration  project  costs. 

A.  Recommendation: 

We  recommend  that  the  Department  credit  cost  adjustments  of  $33,344  for 
program  income  consisting  of  grazing  leases  ($26,598),  sale  of  hay  ($3,705), 
and  the  sale  of  barley  ($3,041)  against  future  federal  aid  project  costs. 

B.  Agree. 

C.  Corrective  Action: 

The  Department  will  credit  $33,344  against  future  federal  aid  project  costs 
or  attain  proper  amendment  permission  to  retain  these  monies  in  Montana 
projects  or  a  combination  of  both. 

A.  Recommendation: 

We  recommend  that  the  Department: 

1.  Establish  and  maintain  complete  property  records  in  compliance  with  the 
Federal  Aid  in  Fish  and  Wildlife  Restoration  Manual,  Section  7.4. 

2.  Establish  policies  and  procedures  to  ensure  that  inventories  are 
performed  by  persons  independent  of  the  custody  of  assets. 

B.  Agree. 

C.  Corrective  Action: 

This  item  is  in  the  process  of  being  corrected.  Procedures  were  written  in 
fiscal  year  1978  to  ensure  adequate  property  records  are  kept  by  the  Department 
including  description,  identification  numbers,  cost,  percentage  of  federal 
funds  used  for  purchase,  location,  and  condition.  A  physical  check  against 
property  records  by  an  independent  Helena  headquarter's  property  officer  is 
in  progress.  This  physical  inventory  should  be  completed  for  the  numerous 
Department  locations  involved  by  April  30,  1978,  and  completed  property 
listings  prepared  for  all  locations  by  June  30,  1978. 
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6.  A.  Recommendation: 

We  recommend  that  the  Department: 

1.  Exclude  free  or  token  licenses  in  the  certification  of  the  number  of 
hunters  and  fishermen. 

2.  Develop  a  system  to  report  the  exact  number  of  licensed  hunters  and 
fishermen  in  the  state. 

B.  The  Department  disagrees  with  recommendation  #1  and  agrees  with  recommendation 
#2. 

C.  Corrective  Action: 

1.  The  Department  will  seek  an  opinion  from  the  Fish  and  Wildlife  Service 
to  determine  whether  the  people  over  62  who  are  allowed  to  fish  and 
hunt  birds  with  a  qualifying  conservation  license  should  or  should  not 
be  considered  legal  license  holders. 

2.  The  Department  is  presently  developing  a  credit  card  conservation  licensing 
system  which  will  report  the  exact  number  of  individual  hunters  and 
fishermen  in  the  state.  This  system  is  scheduled  for  implementation  on 
January  1,  1979. 

7.  A.  Recommendation: 

We  recommend  that  the  Department  adjust  their  present  depreciation  rates  to 
more  realistically  consider  trade-in  values. 

B.  Agree. 

C.  Corrective  Action: 

The  Department  will  establish,  through  costly  computer  programming,  a  system 
of  charging  a  reduced  depreciation  rate  after  a  vehicle  has  reached  its  maxi- 
mum expected  number  of  miles.  The  vehicle  in  the  example  was  driven  many 
miles  beyond  its  expected  65,000  mile  life  expectancy  thus  depreciation 
continued  on  a  straight  line  basis  beyond  what  it  was  expected  to  be  traded 
in  for. 

-25- 


8.  A.  Recommendation: 

We  recommend  that  the  Department  determine  vehicle  use  rates  based  upon  actual 
acquisition  and  operating  costs. 

B.  Agree. 

C.  Corrective  Action: 

The  Department  will  eliminate  the  present  unauthorized  replacement  factor 
from  its  future  vehicle  mileage  rates. 

9.  A.  Recommendation: 

We  recommend  that  the  Department: 

1.  Centralize  its  mail  opening  function,  and 

2.  Forward  all  checks  and  cash  directly  to  the  cashier. 

B.  Partially  agree. 

C.  Corrective  Action: 

The  Department  will  advise  agencies  currently  sending  checks  to  the  Department 
to  address  such  cash  items  to  the  attention  of  the  cashier.  Due  to  possible 
problems  with  Federal  Postal  Service  law,  items  addressed  to  specific  indivicuals 
will  not  be  opened  centrally.  The  Department's  staff  attorney  will  be  advised  to 
require  any  future  lease  payments  or  other  contractual  payments  be  mailed  directly 
to  the  cashier's  office.  Due  to  heavy  volume,  special  licensing  applications^/ 
will  be  forwarded  by  the  mailroom  to  the  special  license  section  unopen.edf  special 
licensing  staff  will  forward  checks  and  cash  items  to  the  cashier  as  soon  as 
envelopes  are  opened. 

10.  A.  Recommendation: 

We  recommend  that  the  Department: 

1.  Require  time  records  to  be  completed  in  ink,  and 

2.  Prohibit  changes  being  made  to  time  records. 

B.  Agree. 
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C.  Corrective  Action: 

Fish  and  Game  field  personnel  have  been  advised  to  fill  out  timerolls  and 
leave  of  absence  forms  in  ink.  Payroll  personnel  have  been  advised  they 
are  not  authorized  to  make  any  changes  to  time  records.  These  actions  were 
completed  in  March  1978, 

11.  A.  Recommendation: 

We  recommend  that  someone  other  than  the  payroll  supervisor  distribute  payroll 
warrants. 

B.  Agree. 

C.  Corrective  Action: 

The  payroll  supervisor  no  longer  hands  out  pay  checks  at  the  Helena 
headquarters  location.  This  change  was  implemented  in  March  1978. 

12.  A.  Recommendation: 

We  recommend  that  the  Department  record  CETA  reimbursement  as  income  rather 
than  as  expenditure  abatements. 

B.  Agree. 

C.  Corrective  Action: 

The  Department  discontinued  this  practice  in  November,  1977. 
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